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taxation on income, income is likely to be shared between
consumption and investment (i.e. savings) in such a way that,
distributional considerations being ignored, the marginal contri-
butions to satisfaction will be equal in both uses, and, there-
fore, aggregate satisfaction a maximum ; or, more practically,
to which of the two uses too much income would be devoted.
The fact that the ownership of capital, to which, investment
leads, yields an amenity in the form of prestige, security
against misfortune and so on over and above its annual contri-
bution of money income, is not relevant here, since this amenity
value is presumably taken into account by potential savers.
But the argument of Chapter VIII, §§ 4-5, shows clearly that
the general tendency to discount the future against the present
together with the limitations of human life tend to reduce
investment below what, in the interests of least aggregate
sacrifice, it ought to be. This points to the propriety of
differentiating in favour of savings, e.g. through a tax on
consumption to be used as a bounty on savings, even though,
no net revenue were to be raised ; and so, by implication, to
this kind of differentiation when revenue is being raised.
Secondly, Ramsey's important article on the Mathematical
Theory of Saving,1 in which he shows that the rate of invest-
ment required to promote maximum satisfaction is much larger
than is actually found in practice, or, indeed, would ordinarily
be thought suitable, gives strong support to the view that, from
the announcement standpoint, investment ought at least to be
exempted from taxation.
Thirdly, as regards distribution, it may be argued that
saved income ought to be struck more lightly than other
income, because, as between savers and non-savers or less-
savers among people of equal incomes, the savers probably
have greater needs — the greater needs being the cause of
their extra saving. This argument, of course, loses its force
if the fact that some persons (e.g. the recipients of earned
incomes) have greater needs than other persons (e.g. the re-
cipients of investment incomes), the amount of whose incomes
is no greater, is allowed for in other ways. Prima facie, how-
ever, differentiation in favour of saved income has the ad-
vantage that it takes account of the extra sums which particular
propertyless men actually do withdraw from consumption to
1 Economic Journal, 1928, p. 548.

